
STATE OT NEW YORK

STATE TAX COMMISSION

fn the Matten of Petit ion

o f

rTRST FACTORS CORPORATION

fon redetenmination of deficieney of :
fnanchise tax under AnticLe 9-A of
the tax law fon the f iscal yean ended :
Apn i l  30 ,  1969 .  

,

Fir^st Factons Conponation having f i l-ed petit ion fon

nedetenmination of deficiency of fnanchise tax under Anticle 9-A

of  the tax law fon the f isca l  year  ended Apni l  30 r  1969,  and a

hearing having been held in connection therewith at the off ice

of  the State Tax Conmiss ion,  80 Centre Stneet ,  New Yonk Ci ty t

on May 11,  1973 befone John J.  Genevich,  Hear : ing Of f icen of  the

Department of Taxation and Finance, at which hearing Mn. C. Rowntneet

Aseistant Vice-Pneeident of the taxpayerr apPear^ed pensonally

and testi f ied, and the r"econd having been duly exanined and coD-

sider:ed by the State Tax Conmissiont

It is her:eby found:

(1) The taxpayer was inconponated under the laws of

New Yonk State on May 14r  L956.

Q) The Conponation Tax Bureau issued a statement of

audit adjustment and notice of deficiency dated Decemben 15 r L972

computed as folLows;

Fiscal  Yean Ended Apr i l  30 '  1969

Fedenal net income
Plus New Yonk State fnanchise tax deducted

in conputing Fedenal net income
TotaI
Less adJusted net operating Loss deduetion
AdJusted entine net income
Tax at 7\
Tax reponted
Deflciency

$zoz,457.  84

356 .85
202  )B l l r . 69

L  r77  7 .94
201 ,0  36 .75

14 ,072 .57
350 .97

L3  , 721 .60
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(3) Finst Factors Conponation

loeses as fo l lows:

Fiscal Yean New Yonk State
Ended Net_ 0penating Loss

$  t+2o .  gg
354 .22

4 /30  /66
4 t30 /67
4 /30 /68

TOTAL

had incunned net openating

Federal
Net 0penating Loss

$  t+45 .39
379 .22

I , 029 .33
$r;r'rrgr

Net Operat ing Loss

$ sr r749.oo
52 ,961" .00
11 r453 .00
9 l - t l +28 '00

$zTtr

(u) 0n " Iu ly 2,  1965, The Chal lengen 0i1 Company, a

Texas conporation which was not taxable fon New Yonk State fnanchl-se

tax punposes r f i led a petit ion fon reonganization unden Chapten X

of the Banknuptcy Act in the United States Distnict Count for

the Southern Distnict of ?exas. The count appnoved a plan fon

neorganization and on Apnll 2L, 1969 o:rdened that t it le to the

pr:operty dealt with by the plan be vested in The Challengen 0i1

Conponation, a New York conponation fonmed on Septenben l. l7, L968.

0n Apr:i l 24, 1969 the New Yonk corponation was ner"ged lnto Finst

Factons Corporation. The New Yonk conporation filed a fnanehLse

tax  ne tunn fon  the  penLod Septemben 17,  1968 to  Apn i l  ?4 ,1969

showing no assets, l iabil i t ies or activity and paid a minirnum

tax of  $100.00. I t  d id not fL le an income tax netunn with the

U.S. Tneasuny Depantment for: such peniod.

(5) The Texas conponatl.on had sustained net openating

Iosses fon Feddnal purposes as followsr

Yea:r

L963
1964
l9s5
1966
1967

TOTAL

(6 )  Seet ion

pant I

003.33

neads l"n

208 .9 ( f )  o f  An t i c l e of the tax law
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rA net ope:rating Loss deductLon shall  be aLLowed
which sha1l be pnesunably the same as the net openating
loss deduction aLlowed unden section one hundred seventy-
two of intennal revenue eode of nineteen hundned f i f ty-
fou r ,  .  .  .  excep t  t ha t  .  . ,  ( 2 )  such  deduc t i . on  sha lL
not i .nclude any net openating loss eustained duning
. r o any taxable year in whieh the taxpayer was not
subJect to the tex impooed by this anticle , ,  .  ,  r

The State Tax ComnissLon heneby

DECIDES:

(A) The Texas conponation, The Challengen Oil Companyt

wag not subject to New Yor:k State franchJ.se tax dur: ing the entine

peniod of i ts existence. Accordingll  net operating losses suetained

by such conponation ane not deductible in computing the entine

net income of any succeasor corponation.

(B) The notice of deficiency is aff irned togethen with

l-nteneet in aecordance with Section L0 84 of AnticLe 27 of the tax

l&w.

Dated: Albany, New Yor:k

th is  20th day ofSeptember 1973.

STATE TAX CO},IHISSTON


